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I n t e r n a l  Revenue S e r v i c e  Department o f  t h e  Treasury 
D i s t  r i a t  D i r e c t o r  

*****  * * * * * * * ***** * * * * * * * *** 
* * * * * * * * * * * * * * * ********

Date: JUN 5 1992 
********** **** ** * * *  ******** * * * *  Person t o  C o n t a c t :  

* * * *  * * * * * *  * * * * * * * * * * * * * * * * *  * * * * * * * *  * * * * * *  
* * * * ******** ********* Contac t  'Telephone Number: 
***** ***** * * * * * * *  * * * * * *  *********** 
*************** **** ******** Refer  Reply to: 

**** **** 

c s ~ x r  E ~ ~ D - ~ ~ L L  
Dear A p p l  Scent : 

We have considered y o u r  a p p l  i c e t  i o n  f o r  tax-exempt: s t a t u s  under 
s e c t i o n  50'1 (c ) (3 )  o f  t h e  I n t e r n a l  Revenue Code. 

The evidence presentsd d i s c l o s e d  t h a t  you were i nco rpo ra ted  on 
************* **** **** i n  * * * * ****************** * *  ***************** .  - .pZ 

The purposes f o r  wh i ch  t h e  c o r p o r a t i o n  was f o r m e d  a re  
e x c l u s i v e 1  y f o r  f o s t e r i n g  and promot ing s p o r t s  compet i t ion  and 
b a s k e t b a l l  o f f i c i a t i n g  and encouraging and m a i n t a i n i n g  the  game 
o f  basket b a l l  . 
The i n fo rma t i on  submi t t ed  w i t h  your a p p l i c a t i o n  Form 1 0 2 3  

t 
i n d i c a t e s  t h a t  your p r i m a r y  a c t i v i t y  c o n s i s t s  o f  making 
a v a i l a b l e  t o  a l l  o r g a n i z a t i o n s  o f f i c i a l l y  connected w i t h  t h e  

! game o-f baske tba l l  a thorough1 y t r a i n e d  corps o f  o f f i c i a l s .  

I 
S e c t i o n  50'1 (c)(3) o f  t h e  Code prov ides ,  i n  p a r t ,  f o r  the 
exemprion from Federal income t a x  o f  o r g a n i z a t i o n s  organized and 
apera ted  e x c l u s i v e l y  - fo r  c h a r i t a b l e ,  re1  ig-ious, s c i e n t i f i c  o r  
educa r i ona l  purposes, n o  p e r t  r,i the n e t  e a r n i n g s  o f  which 

L 
I i n u r e s  t o  t h e  b e n e f i t  of any  p r i v a t e  sha reho lde r  o r  i n d i v i d u a l .  

I n  a r d e r  t o  q u a l i f y  under  XRC 50I(c) ( 3 ) ,  an o r g e n i r a t i o n  must be 
I b o t h  "o rgan ized"  and "ope ra ted "  e x c l u s i v e l y  f o r  one o r  more 

purposes s p e c i f i e d  i n  c h a t  s e c t i o n .  If t h e  o r g a n i z a t i o n  f a i l s  

1 to meet e i t h e r  the  o r g a n i z a t i o n a l  test o r  t h e  o p e r a t i o n a l  t e s t ,  
it: i s  n o t  exempt. (Kegs. 1.501 < c ) ( 3 ) - I < a ) ( l ) ) .  The  
o r g a n i z a t i o n a l  test: r e l a t e s  t o  t h e  r u l e s  for gove rn ing  an 
o rgan izer t ion  and t he  purposes s t a t e d  i n  i t s  a r t i c l e s  o f  
o rgan- iza t ion .  The o p e r a t i o n a l  t e s t  r e f  aces t o  t h e  
o r g a n i z a t i o n ' s  a c t i v i t i e s .  

S e c t i o n  1.50'l(c)(3)-'I ( c ) ( l )  o f  the Regu la t i ons  s t a res  t h a t  i f  
more zhan an i n s u b s t a n t i a l  p a r t  o f  an o rgan i zae ion ' s  a c t i v i t i e s  
i s  n o t  i n  fu r therance  of exempt purposes, t h e  o r g e n i r a t i o n  w i l l  
n o t  be regarded as  exempt. 
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117 ~ e g ; g g ~ - B y g j ~ ~ g g ~ g g ~ e _ e p u _ ~ y ~ - U _ ~ ,  32 6 U . S . 2 7 9  ( '1 94 5 1, t h e  
Supreme C o u r t  s t a t e d  t h a t  the p resence  o f  even a  s i n g l e ,  
non-exempt purpose,' if more t h a n  i n s u b s t a n t i a l  i n  n a t u r e ,  w i l l  

1 a t i o n s  p r o v i d e s  , i n  
or o p e r a t e d  

S e c t i o n  '1.50'1 ( c )  (3)-'1 ( d )  ( 2 )  o f  the R e g u l a t i o n s  p r o v i d e s  t h a t  t h e  
t e r m  " c h a r i t a b l e "  i n c l u d e s  relief of t h e  p o o r  and d i s t r e s s e d ,  
advancement  o f  e d u c a t i o n  and s c i e n c e  and the  p r o m o t i o n  o f  s o c i a l  
w e l f a r e  des igned  t o  a c c o m p l i s h  a n y  o f  t h e  a b o v e  p u r p o s e s .  

S e c t i o n  1.501 ( c )  (3)- ' I  ( d ) ( 3 )  o f  the R e g u l a t i o n s  p r o v i d e s ,  i n  
pa r t ,  t h a t  t h e  t e r m  " e d u c a t i o n a l "  r e l a t e s  t o  t h e  i n s t r u c t i o n  of 
the p u b l i c  on  subJec rs  u s e f u l  t o  t h e  i n d i v i d u a l  and  b e n e f i a i a l  
t o  t h e  community.  Museums and s c h o o l s  a r e  i n c l u d e d  -in t h e  
examp les  of e d u a a t i o n a l  o r g a n i z a t i o n s  wh ich ,  i f  t h e y  o t h e r w i s e  
m e e t  t h e  r e q u i r e m e n t s  of  s e c t i o n  501(c)(3) o f  t h e  Code, may 
q u a 1  i f y  u n d e r  t h i s  s e c t i o n .  

I n  Revenue R u l i n g  65-2, '1965-1 C . B .  227  i t  w a s  h e l d  t h a t  t h e  
f o u n d a t i o n  was fo rmed  t o  p r o v i d e  e d u c a t i o n a l  and c h a r a c t e r  
b u i l d i n g  programs f o r  t h e  c h i l d r e n  o f  t h e  communi ty .  I t s  
a c t i v i t i e s  c o n s i s t  o f  c o n d u c t i n g  c l i n i c s  f o r  s t u d e n t  p l a y e r s  i n  
e l e m e n t a r y  and h i g h  s c h o o l ,  ci: p layg rounds  a n d  a t  p a r k s ,  under  
the g u i d a n c e  of q u a l i f i e d  i n s t r u c t o r s .  It a l s o  h o l d s  c o a c h i n g  
c 1  i n i c s  f o r  i n s t r u c r o r s  o f  the s t u d e n t  p l a y e r s .  

T h e  o r g a n i z a t i o n  encourages y o u r h  p a r t i c i p a t i o n  i n  t o u r n a m e n t s ,  
a r r a n g e s  fo r  a t t e n d a n c e  of p l  a y e r s  and i n s z r u c t o r s  a t  s t a t e  
t o u r n a m e n t s ,  and encourages g o o d  s p o r t s m a n s h i p .  

Funds of  the o r g a n i z a t i o n  a r e  d e r i v e d  e n t i r e 1  y f r o m  
c o n t r i b u t i o n s  by  t h e  i n t e r e s t e d  p u b l i c .  

Membersh ip  i s  a v a i l a b l e  t o  a n y  i n t e r e s t e d  p e r s o n ,  b u t  income m a y  
n o t  i n u r e  t o  t h e  b e n e f i t  o f  any p r : ' va te  i n d i v i d u a l .  

S e c t i o n  'I. 501 (c)(3)-'1 ( d )  (2 )  o f  t h e  income t a x  r e g u l a t i o n s  
p r o v i d e s  t h a t  t h e  t e r m  " c h a r i t a b l e "  i n c l u d e s  l e s s e n i n g  o f  t h e  
b u r d e n s  of government and c o m b a t t  i ng commun i t y  d e t e r  f o r a t  i o n  and 
j u v e n i l ' e  delinquency. 
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I n  Revenue R u l i n g  7 7 - 3 6 5 ,  1977-2 C . 8 .  '192 i t  was h e l d  t h a t  t h e  
o r g a n i z a t i o n  was organized and  opera tad  t o  i n s t r u a t  and educate  
i n d J v i d u e l s  o f  a11 ages and s k i l l  l e v e l s  i n  a p a r t i c u l a r  s p o r t .  
It conducts a1 i n i c s  , workshops, l essons  and seminars.  g 

f .- 
T h e  o r g a n i z a t i o n  does n o t  e s t a b l i s h  r u l e s ,  set s r s n d e r d s  f o r  
equipment o r  sponsor league c o m p e t i c i o n  f o r  t h o  s p o r t  i n  wh i ch  
it prov ides  i n s t r u c t i o n s .  

U n l i k e  t h e  o r g a n i z a t i o n s  desc r i bed  above, your  o r g a n i z a t i o n  
serves t h e  p r i v a t e  i n d i v i d u a l  i n t e r e s t  o f  i t s  members by 
p r o v i d i n g  j o b s  and t r a i n i n g  f o r  i t s  members. The s p i r i t  o f  f a i r  
p l a y  and spor tsmanship may be an  i n c i d e n t i a l  by p r o d u c r  o f  your 
a c t i v i t i e s .  

Your o r g a n i z a t i o n  i s  organized f o r  e purpose no t  i n c l u d e d  w i t h i n  
I n t e r n a l  Revenue Code s e c t i o n  501 (a )  (3 )  - Your o r g a n i z e r t o n  was 
formed t o  p r o v i d e  t r a i n i n g  o f  o f f i c i a l s  f o r  o f f i c i a t f n g  
b a s k e t b a l l  games and schedul i n g  f o r  you r  members p a r t i c i p a t i o n  
on h i g h  school  and o r  her basket b a l l  even ts .  

Therefore,  we have determined t h a t  you a r e  n o t  o rgan i zed  and 
operated e x a l u s i v e l y  f o r  educa t i ona l  o r  o the r  exempt purposes 
s t a t e d  i n  s e c t i o n  50'1 ( c ) ( 3 )  o f  the Code. 

Accord ing ly ,  we conclude t h a t  you do n o t  meet tho  requ i remen ts  
f o r  exempt s t a t u s  under s e c t i o n  501 ( c ) ( 3 )  o f  t h e  Code and 
propose t o  deny your  request f o r  exempt ion under t h a t  s e c t i o n .  

You are r e q u i r e d  t o  f i l e  a  t a x a b l e  r e t u r n  Form '1'120 or  '1 0 4 1  w i t h  
the D i s t r i ' c t  D i r e c t o r  of I n t e r n a l  Revenue Service.  Please s s n d  
the - r e t u r n  t o  t h e  I n t e r n e 1  Revanue S e r v i c e ,  P.O. B o x  1 6 8 0 ,  
~ e n e h e l  Post  O f f  i ce ,  Brook1 yn, NY .I .I 202.  

C o n t r i b u t i o n s  made t o  you are n o t  d e d u c t i b l e  by t h e  donors as 
c h a r i t a b l e  c o n t r i b u t i o n s  as  de f i ned  i n  s e c t i o n  170Cc) o f  t h e  

I f  y o u  do n o t  agree  w i t h  t h i s  d e t e r m i n a t i o n ,  you may reques t  a  
Conference w i t h  t h e  Regional D i r e c t o r  of  Appeals by p r o t e s t i n g  
i n  eccordance w i t h  the enclosed i n s t r u c t i o n s  w i t h i n  30  days. 

P ro tes t s  submi t t ed  which do n o t  c o n t a i n  a l l  t h e  documentat ion 
s t a t e d  i n  the i n s t r u c t i o n s  w i l l  be r e t u r n e d  f o r  comp le t i on .  

If w e  do not  hear f r o m  you w i t h i n  that t i m e  t h i s  d e t e r m i n a t i o n  
w i l l  be cons idered  f i n a l  and the a p p r o p r i a t e  S t a t e  O f f i c i a l s  
w i l l  be n o t i f  fed.  



I f  you do not  p r o t e s t  t h i s  proposed d e t e r m i n a t i o n  -in s t i m e l y  
manner, i t  w i l l  be c o n s i d e r e d  by  the I n t e r n a l  Revenue S s r v i o s  a s  
a  f a i l u r e  t o  exhaust a v a i l a b l e  a d m i n i s t r a t i v e  remedfes. S e c r i o n  
7428(b)(2) o f  t h e  I n t e r n a l  Revenue Coda provider i n  p a r t  t h a t  " A  
d e c l a r a t o r y  j u d g m e n t  o r  decree u n d e r  t h l s  s e c t i o n  s h a l l  not:  be, 
i s s u s d  i n  a n y  p r o c e e d i n g  un less t h o  Tax C o u r t ,  t h e  C l a i m s  C o u r t ,  
o r  the D i s t r i c t  Court o f  t h e  U n i c s d  S t a t e s  f o r  t h e  D i s r r J c t  of 
Co lumbia  d a t e r m i n e s  t h a t  the o r g a n i z a t i o n  i n v o l v e d  has exhausted 
a d m f n i s r r a t i v r s  remed ies  a v a i l a b l e  t o  i t  wfthin t h e  I n t e r n a l  
Revenue S e r v i c e .  " 

cc:********* *** *  * * * *  ******  
* * * * * ******* ********* **  
********** **** ******** 

******** * * * * * * * * * * * * *   
*** * * * * * * *******  
* * * * * * * * * **** *******  

S i * * * * * * * *  *  

**** 
~ ~ s t r - i c t  Director 

E n c l o s u r e :  Pub1 i c a t i o n  8 9 2  


